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In a preliminary report of the secretariat of the U.N. 
Economic Commission for Latin America, prepared for 
the Fourth Extraordinary Meeting of the Inter-American 
Economic and Social Council of the Organization of 
American States in Rio de Janeiro in November 1954, it is 
stated that average per capita income in Latin America 
rose by 3.3 per cent annually during the period 1945-52, 
compared with a rate of 1.9 per cent recorded in the 
historical growth of the United States. If a similar rate 
could be steadily maintained, the Latin American coun- 
tries could double their standard of living in 21 years. 
The period of spontaneous growth, predominantly caused 
by improving terms of trade, which had a favorable 
effect upon income, both directly and indirectly, by stim- 
ulating investment, is, however, at an end. The outlook 
has been changing for the worse, and the slight effect 
which may still persist is being absorbed by the obstinate 
tendency of consumption to absorb any available margin 
of production. 

Economic development in Latin America depends to a 
great extent on the actions of the private entrepreneur. 
State intervention in Latin America has not usually been 
the consequence of any ideological position, but rather 
the result of a succession of special circumstances, such 
as the great depression, the Second World War, and in- 
flation. The opinion that the adverse consequences of 
such intervention often outweigh its possible advantages 
is now becoming widespread in Latin America. This 
does not mean, however, that economic development will 
result from the spontaneous action of economic forces 
alone. Private enterprise must be combined with a firm 
state policy, calculated to encourage development, creat- 
ing conditions to guide and stimulate the activities of the 
entrepreneur without regulating his individual decisions. 
For this purpose the State has recourse to monetary and 
fiscal policy, tariff policy, and its own basic investments. 

Latin America now needs a vigorous development pol- 
icy in which the fundamental role belongs to its countries’ 
own efforts. To maintain the rate of growth of 3.3 per 
cent in average per capita income, it would be necessary 
for Latin America as a whole to make gross annual in- 
vestments equivalent to 20 per cent of its income. In 
1953 the savings coefficient was only 14 per cent, barely 


INTERNATIONAL 
Financial News Sur 


Vol. VII, No. 20 . 


INTERNATIONAL MONETARY FUND ° 


Capital and Economic Development in Latin America 





PUBLIC LIBRARY 


‘DV 22 264 
Vev on 


November 12, 1954 








sufficient for an annual per capita growth of 0.9 per cent. 
To attain an investment coefficient of 20 per cent, and 
assuming the continuation of the present relatively low 
domestic savings coefficient, a foreign capital contribution 
amounting to 6 per cent of total income would be re- 
quired. In 1953 this would have amounted to some $2,800 
million. U.S. annual investment in Latin America during 
the last four years has in fact been about $500 million, 
and while no accurate record of European investment is 
available, it is believed to have been something over $100 
million annually, mainly in short- and medium-term 
loans connected with trade operations. The report tenta- 
tively suggests as a target to be attained over a three- 
year transition period, 1955-57, a total volume of U.S. 
capital investment amounting annually to at least some 
$1,000 million, of which it may be assumed that private 
investment will provide between $300 million and $350 
million. 

Belief in the virtues of inflation as a means for accel- 
erating the rate of growth has been greatly weakened in 
Latin America. However, inflation is described in the 
report as Latin America’s most acute problem. It must 
be attacked by domestic measures, taken with firmness 
and conviction, but if such action is to be taken, the con- 
tribution of international resources is indispensable. The 
best way of attacking inflation caused by private invest- 
ment financed by bank credit is to cover the inflationary 
excess of credit with foreign capital, and at the same time 
to carry out energetic anti-inflationary measures. If in- 
flation is due to investment in the public sector, higher 
taxation is generally the most convenient remedy, insofar 
as the reduction of such investment is inadvisable. But 
this takes time, and often involves difficult administrative 
and political problems, the solution of which would be 
facilitated by the temporary aid of international resources. 

The Preparatory Group of six Latin American experts 
appointed to formulate recommendations on the basis of 
the secretariat’s study has proposed the creation of an 
Inter-American Fund to support private enterprise in 
Latin America. A capital of $250 million is proposed, 
half to be contributed by the United States and half by 
the Latin American countries. Only 20 per cent of ihe 


subscribed capital would be paid immediately, and other 
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resources would be obtained by a special annual contribu- 
tion of $50 million from the United States, and by the 
sale of the Fund’s own securities or of securities which it 
had guaranteed. It is proposed that the new Fund would 
operate mainly through banks, finance corporations, and 
development institutions in the member countries, which 


in addition to acting as agents would also extend their 

own guarantees. 

Source: Economic Commission for Latin America, /nter- 
national Cooperation in a Latin American De- 
velopment Policy (U.N. Publication No. 1954. 
II.G.2), New York, N. Y., September 1954. 


Role of Government in the Business Cycle 


In a recent speech, Mr. Neil H. Jacoby, a member of 
the U.S. Council of Economic Advisers, discussed the 
difficulties faced by government in carrying out economic 
policies for stability and growth in a free economy and 
examined some additional aspects of the role of govern- 
ment discussed by Dr. Arthur F. Burns, Chairman of the 
Council, in an earlier speech. (See also this News Sur- 
vey, Vol. VII, pp. 141 and 147.) Mr. Jacoby said that the 
American people have great faith in the ability and de- 
termination of the Federal Government to prevent de- 
pression and inflation. However, unless the difficulties 
involved in such a course are fully understood, failure to 
fulfill expectations completely may result in frustration 
and the public may insist upon rash economic steps that 
could destroy both the stability and the freedom of the 
economy. This understanding requires an appreciation 
of the margins of error in economic statistics used as 


Europe 


U.K. Sterling Balances 

The United Kingdom’s external liabilities at the end of 
1953 amounted to £3,708 million, plus £509 million held 
by nonterritorial organizations, such as the International 
Monetary Fund. Very little of the money deposited in 
London is, however, likely to flow out at any speed. Non- 
sterling area countries at the end of 1953 held only £773 
million, and a large part of this is little more than neces- 
sary working balances. The inrush of short-term funds 
after the reopening of the gold market and the relaxations 
on the transferability of sterling in the spring of 1954 
showed that many countries and institutions had been 
holding lower working balances of sterling than they 
wished. The Dominions’ holdings (£1,774 million at the 
end of 1953) are also barely sufficient to serve as cur- 
rency reserves and working balances. The Colonies held 
£1,161 million. For some of these territories the reserve 
exceeds requirements, and as they acquire increasing au- 
tonomy in the control of their import policy, they may 
decide to finance development programs by drawing on 
reserves. Whether they will buy equipment in the dollar 
or sterling or other currency areas will depend essentially 
on the competitiveness of the prices and qualities of the 
goods offered to them. As long as the sterling area is fully 
competitive, it should accordingly be subjected to no 
undue strain. 


Source: The Banker, London, England, October 1954. 


guides for action; a recognition of the imperfections of 
economic science and the fallibility of forecasts; an 
acceptance of the limitations of government action in a 
democratic society; and a tolerance of the uneven pro- 
cesses of economic growth. 

Government policy for high employment must be 
judged by reasonable standards; otherwise the govern- 
ment will be committed to continuous intervention that 
will result in inflation or in controls that impair incentives 
and reduce efficiency. In a recessionary period, govern- 
ment must take measures to arrest the decline and imple- 
ment expansionary measures powerful enough to restore 
prosperity without price inflation. To bring the economy 
back to capacity operations immediately would require 
such violent action as to touch off a serious inflation. 
Source: The Journal of Commerce, New York, N. Y., 

November 3, 1954. 


Scandinavian Economic Cooperation 


At a conference in Harpesund, Sweden, at the end of 
October, the Governments of Denmark, Sweden, and 
Norway named a committee at cabinet level to explore 
the possibilities of developing closer economic coopera- 
tion among the Scandinavian countries. On October 27, 
a Labor Government resolution backing the Norwegian 
Government’s policies on Scandinavian cooperation was 
carried in the Norwegian Parliament by 74 to 63. The 
resolution read as follows: “Parliament supports the 
policies drafted by the Cabinet for economic cooperation 
among the Scandinavian countries, on the assumption that 
the work will be carried on in consultation with organi- 
zations representing labor and industry, and that each 
case will be submitted to Parliament for its decision.” A 
minority resolution, proposed by the Liberal, Conserva- 
tive, and Christian Popular party groups, which are in 
opposition, received 50 votes. The resolution read in part: 
“Parliament agrees that Scandinavian cooperation should 
be strengthened, where it is natural and can be done with- 
out hurting legitimate interests. But Parliament does not 
agree that the Cabinet policies will guarantee that coop- 
eration is kept within this framework. Hence it cannot 
accept them. As a general principle, a joint Scandinavian 
market is especially unacceptable.” 

In the debate, the government spokesmen stressed that 
Scandinavian cooperation is not an end in itself, but a 
means of achieving greater production and a higher 
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standard of living. The idea was to create an expanded 
home market for all of the participating countries, specific 
cooperation targets being (1) joint construction and ex- 
pansion projects, (2) agreements on production distribu- 
tion, and (3) establishment of a joint market. The latter 
assumed approximate equality in regard to key factors, 
such as taxes, wages, and interest rates. 

The opposition parties stressed that they were not op- 
posed to expanding Scandinavian cooperation where it 
would result in mutual benefit, but felt that the Cabinet 
policies were much too general. They preferred to wait 
until concrete proposals were presented to Parliament. 
The Agrarian group was especially opposed to continuing 
along the lines outlined by the Cabinet in regard to the 
export of electric power. It was pointed out in reply that 
the Scandinavian Council, having no power of decision, 
can only make recommendations, and that, despite the 
wide divergence of views, the chief disagreement between 
the Government and the opposition parties concerned the 
degree of caution that should be shown. The Prime Min- 
ister stated that the Government would not commit itself 
to any concrete project until it had consulted with Parlia- 
ment on all of the important questions involved. 

Source: Royal Norwegian Information Service, News of 


Norway, Washington, D. C., November 4, 1954. 


Norwegian Government Borrowing 


The Norwegian Department of Finance has announced 
its acceptance of an offer from the private banks of a loan 
of NKr 100 million, at 134 per cent, repayable after three 
years. Two similar earlier loans (each of NKr 120 mil- 
lion) had carried rates of interest, the first, 2 per cent, 
and the second, 244 per cent, and were payable at the 
end of longer periods, 7 years and 10 years, respectively. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, November 4, 1954. 


berman Bilaferal Balances 


The West German credit balances with the 16 bilateral 
account countries have continued to decrease over the last 
few months, and at the end of September 1954 they 
amounted to US$152 million. A year earlier they had 
reached the record level of $230 million. The total of the 
bilateral swing limits at present is $183.9 million. 

Brazil’s indebtedness to Germany has been reduced by 
almost one third, compared with two years ago; it now 
amounts to $32.13 million, which, however, still far ex- 
ceeds the swing limit of $13.5 million. The other countries 
which exceeded their swing limit on September 30 were 
Iran, with a debit balance of $8.54 million and a swing of 
$8 million, and Japan, with a debit balance of $13.62 
million and a swing of $12 million. For both these coun- 
tries, payments through the Bank deutscher Lander have 
been continued. 
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As of October 1, 1954 the swing limit for Czecho- 
slovakia has been reduced from $5.6 million to $4.86 
million, and that for Uruguay has been increased from 
$5 million to $7 million. Payments transactions with 
Finland are no longer conducted via bilateral ‘offset ac- 
counts but through “partly convertible’ DM accounts 
(see this News Survey, Vol. VII, p. 136). Payments trans- 
actions with Colombia are to be conducted in free dollars 
as of September 26. 


For Egypt, Chile, Paraguay, Poland, Spain, Czecho- 
slovakia, and Hungary there is now only a small margin 
within which indebtedness to: Germany can be increased 
without exceeding the bilateral credit limit. According 
to the Bank deutscher Lander, the basic difficulty lies in 
the fact that most of these countries are unable to pay 
for their imports from Germany with corresponding ex- 
ports. Their imports are related mainly to relatively large- 
scale and long-term development programs, while the bi- 
lateral payments agreements are based on the assumption 
of structural equilibrium in the foreign trade of the 
participating countries and of only limited, mainly seas- 
onal, fluctuations in the trade balance. An increase in the 
swing limits would do little to solve these long-run 
difficulties of bilateral trade. The only solution is a limita- 
tion of imports by the deficit countries to an amount 
which can be covered by their own exports and the “real” 
capital imports available to them. 


The Bank deutscher Lander therefore recommends that 
these countries should seek a balance in their foreign 
trade by limiting imports and increasing exports, and 
replace bilateralism through convertibility. This principle 
is, however, not to be applied as a hard-and-fast rule: the 
increase of the swing limit with Uruguay is an exception. 
No general rule can be applied to all bilateral countries. 
Moreover, German export industry is very anxious that 
no monetary obstacles should stand in the way of in- 
creased German foreign sales. When the Bank deutscher 
Lander changed the system of payments for Brazil as a 
consequence of Brazil’s high indebtedness in 1952, Ger- 
man export industry protested strongly. No payments 
difficulties of similar dimensions have subsequently arisen 
with any other country. A new test case may be presented 
if Argentina’s indebtedness, which at present is $39 mil- 
lion, reaches the swing limit of $50 million. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 19, 1954. 


Trade Relations Between Spain and Germany 


The renewal of the Hispano-German trade agreement 
due to expire on September 30, 1954 has given rise to 
serious difficulties. At the end of August, Spain’s clear- 
ing debt toward Germany had reached $15.1 million, 
$1.2 million short of the agreed credit ceiling of $16.3 
million. Having thus nearly exhausted her credit facili- 



















ties with the Bank deutscher Lander, Spain has switched 
certain of her imports to countries with which her credit 
position is more favorable. Spain’s trade debt can be re- 
duced only if Spanish exports to Western Germany are 
increased or if West German exports are reduced. During 
1953, 84 per cent of West German exports to Spain con- 
sisted of finished products, 11 per cent of semifinished 
products, and 3 per cent of raw materials. Spain’s de- 
liveries to Germany were mostly (70 per cent) agricul- 
tural products, especially citrus fruits. 























Source: Deutsche Wirtschafts Zeitung, Stuttgart, Ger- 
many, October 9, 1954. 


Middle East 
The Egyptian Economy 









































Dr. Kaissouni, the Egyptian Minister of Finance, in a 
review of Egypt’s balance of payments and foreign re- 
serves during the first nine months of 1954 and of the 
steps taken to relax exchange restrictions, stated that 
Egypt’s foreign trade figures as of September 30 showed 
a deficit of LE 9 million, compared with a deficit of 
LE 28.2 million during the corresponding period of 1953. 
He recalled the authorities’ recent decision to stabilize 












































rice export prices and to relax restrictions on rice exports, 
a policy which would earn for Egypt well over LE 8 mil- 
lion in foreign currencies this year. For the same pur- 
pose the Supreme Exchange Control Committee has 
agreed to accord to fruit and vegetable exporters the same 



































privileges and facilities given to cotton yarn exporters 
under the “import entitlement system” in the form of 100 
per cent entitlement to their foreign exchange proceeds. 




















The extension of similar privileges to exporters of other 
local industrial products was stated to be under serious 
consideration. 


























Egypt’s reserves at the end of September, excluding 
gold and blocked sterling balances, amounted to LE 47 
million, an increase of LE 10 million since January 1954 
if changes in free reserves and in bilateral account bal- 
ances are taken into account. As a result of this improve- 



































ment, efforts are to be made to relax restrictions on 
payments for the benefit of exporters. Exchange restric- 
tions affecting Egyptian travelers abroad would also be 
relaxed. A committee would shortly be appointed to re- 
consider the 10 per cent tax levied on travelers’ exchange 
transfers. 












































The Minister described present economic conditions in 
Egypt as satisfactory. Prices of stocks and shares are 
good. Confidence in Egypt’s economic stability has been 
amply demonstrated by the demand for shares of the 
Misr Hotels Company, which were covered to the extent 
of eight times their value when offered for public sub- 
scription. A representative of the International Bank for 
Reconstruction and Development was due to arrive in 
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Egypt on October 21 in connection with a fertilizer plant 
project, and a larger mission would follow in November 
to study the High Dam plan. Serious offers also have 
been made by leading banks in France, Germany, the 
Netherlands, and Belgium for financing productive proj- 
ects in Egypt. 

Source: Al Ahram, Cairo, Egypt, October 19, 1954. 


Egyptian National Income 


Egyptian national income from agriculture for the year 
1952-53 has been estimated at LE 386.99 million, com- 
pared with LE 420.76 million for the preceding year, ac- 
cording to a report published by the Egyptian Ministry 
of Agriculture. In 1950 agriculture was responsible for 
about 38 per cent of Egypt’s total national income, which 
was estimated at LE 840 million for that year. The de- 
cline between 1951-52 and 1952-53 in the value of the 
national income from agriculture is attributed to lower 
cotton prices, which fell on the average from LE 20.6 
per kantar in 1951-52 to LE 12.07 in 1952-53. 

Source: Egyptian News Agency, Mena, Cairo, Egypt, 
October 13, 1954. 


Palestinian Refugee Balances 


The branches of the Ottoman Bank and Barclays Bank 
in Amman have received directives from London to pay 
to Palestinian refugees in Jordan funds equivalent to 
their balances frozen in Israel. The total amount of these 
balances, belonging to 40,000 refugees, is JD 8.5 million. 
Source: Le Commerce du Levant, Beirut, Lebanon, Octo- 


ber 15, 1954. 


Economic Development in Syria 

The Syrian Government has started operations on a 
program for the development of transportation facilities. 
The program has been formulated in consultations with 
the IBRD and other international agencies. There are 
three main projects. (1) Expansion of the port of Lat- 
takia at a cost of LS 26.8 million: This will increase the 
tonnage handled by the port from the present 400,000 
tons per year to 700,000 tons. (2) Construction of a road 
between Aleppo and the agricultural region of Jezireh: 
This will cost approximately LS 45 million and will take 
four or five years to complete. (3) Either construction of 
a railroad line between Aleppo and Lattakia or improve- 
ment of the present road between these cities: The cost 
of the railroad is estimated at LS 115 million, while the 
improvement of the present road would cost LS 30 mil- 
lion; however, transportation by rail would be 25 per 
cent cheaper than by road. 

The expansion of the Port of Lattakia and the improve- 
ment and expansion of transportation facilities from the 
Jezireh, which is one of Syria’s richest agricultural areas, 
is expected to bring about a substantial increase in pro- 
duction and export of agricultural products, particularly 
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cotton and cereals. Part of the cost of these projects is 
expected to be financed by the IBRD. 
Source: Le Commerce du Levant, Beirut, Lebanon, Octo- 


ber 17, 1954. 
Syria's Production and Export of Cotton 


Syria’s 1954-55 cotton crop, estimated at around 
275,000 bales (of 500 pounds gross), is 25 per cent larger 
than the previous record crop of 220,000 bales harvested 
in 1953. The area planted to cotton in 1954, estimated 
at 445,000 acres, is about 20 per cent greater than the 
1953 acreage. Domestic consumption in 1954-55 is es- 
timated at 60,000 bales, compared with 42,000 bales for 
the previous season; thus exports of raw cotton are 
expected to amount to 215,000 bales, 21 per cent greater 
than the exports of 178,000 bales in the previous year. 

Favorable prices received for the 1953-54 crop en- 
couraged many growers to expand their cotton acreage 
this year, and the increased capacity of pumping in- 
stallations made it easier to increase the area under cul- 
tivation. 

Source: Department of Agriculture, Foreign Agriculture 


Circular, Washington, D. C., October 28, 1954. 
U.S. Aid fo Iran 


The Foreign Operations Administration announced on 
November 3 that the United States has offered an aid 
program of $127.3 million to assist Iran while its oil in- 
dustry is brought into full production. The aid will take 
the form of $85 million in loans, mainly from the Export- 
Import Bank, and $42.3 million in grants. The program 
allots $21.5 million for technical cooperation, $52.8 mil- 
lion for consumer goods imports, and $53 million for 
specifically approved short-term economic development 
projects. The consumer goods imports are to be sold by 
the Iranian Government and the proceeds used to support 
basic governmental expenditures. Of the total, $15 million 
has already been ‘granted for emergency assistance. 
Sources: The Wall Street Journal and The Journal of 

Commerce, New York, N. Y., November 4, 1954. 


Far East 


Indian Foodgrain Production 

In the year ending June 1954 India produced 66 million 
tons of foodgrains (56.1 million tons of cereals and 9.9 
million tons of pulses), thereby exceeding the Five Year 
Plan target for 1955-56 by 4.4 million tons. 

During the year, output increased by 7.9 million tons 
and an additional 9 million acres of land were brought 
under cultivation for the production of foodgrains, 
thereby increasing total acreage to 261 million and estab- 
lishing an all-time record. The target acreage under the 
Plan was exceeded in 1952-53 as well as in 1953-54. 

Rice production for the year under review established 


an all-time record of 27.1 million tons. This is almost 
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equal to the target fixed for the end of the Plan period, 
and 1.5 million tons in excess of the calculated target for 
1953-54. The adoption in some areas of the Japanese 
method of cultivation was one factor which in part ex- 
plains this increase. Wheat output, which was 7.8 million 
tons, is another record for India, and exceeds the calcu- 
lated target for the year by 0.3 million tons. Production 
of millet and other minor cereals in 1953-54 exceeded the 
1955-56 target of 17 million tons by about 4 million tons. 
For gram, production of 4.5 million tons in 1953-54 is 
also a record. 

The large increase in production has resulted in a 
drastic reduction of food imports. In 1951 India im- 
ported 4.7 million tons of foodgrains at a cost of Rs 2,160 
million ($454 million) ; in 1952 this was reduced to 3.9 
million tons, valued at Rs 2,100 million ($441 million) ; 
and in 1953 there was a further reduction to 2 million 
tons, valued at Rs 860 million ($181 million). In 1954 
total imports to date have been roughly one fifth of the 
quantity imported in the whole of 1953. 

While the acreage devoted to grain production increased 
by 6 per cent in 1953-54, there was an increase of 22 per 
cent in production. The average yield per acre was 
higher than in previous years, owing mainly to favorable 
weather but also to more intensive cultivation. It is esti- 
mated that the supply of foodgrains per head now exceeds 
by 0.65 ounce the prescribed balanced diet of 17 ounces 
per adult per day laid down by the Nutrition Advisory 
Committee, and by 1.84 ounces the Five Year Plan tar- 
get of 15.81 ounces for 1955-56. 

Sources: The Times of India, Bombay, India, October 29, 
1954; Embassy of India, /ndiagram, Washing- 
ton, D. C., November 1, 1954. 


Financial Relations Between France and 
“French Territories in India” 

Following the Agreement of October 21, 1954 between 
the Governments of France and India, ending French 
administration in the previously so-called “French Ter- 
ritories in India” (Etablissements francais de [’Inde), 
these territories have been removed from the schedule of 
territories making up the French franc area as of Novem- 
ber 1, 1954. New exchange controls and import regula- 
tions will be set up in France to apply to these territories. 
Source: Agence Economique et Financiere, Paris, France, 

November 3, 1954. 


China-Ceylon Trade 

The prices for rice and rubber for 1955, the third 
year of the trade agreement between Mainland China and 
Ceylon, have been agreed at £39 per ton for Chinese rice 
and 27d. per pound for Ceylonese rubber. For rice, this 
is a reduction of £8 per ton from the 1954 price; and for 
rubber, it is a reduction of 1d. per pound (see this News 
Survey, Vol. VI, p. 137). The quantities remain at 50,000 
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tons for rubber and 270,000 tons for rice. The balance of 

approximately £1.8 million in Ceylon’s favor in the 

coming year will be met by China by payments in sterling 

or by the sale of Chinese goods to Ceylon at reasonable 

prices, 

Source: The Financial Times, London, England, Octo- 
ber 14, 1954. 


Korean Tungsten Exports 

Officials of the Ministry of Commerce and Industry of 
the Republic of Korea have announced that the Govern- 
ment is planning to sell tungsten ore on noncommunist 
international markets. No restrictions on the price and 
amount of the ore to be exported are planned for the time 
being. However, to facilitate government control, the Gov- 
ernment will name the Korea Tungsten Company as the 
sole export agency. Sales of tungsten last year accounted 
for the equivalent of $31 million, or 75 per cent of the 
foreign exchange that Korea earned through exports. 

With a monthly output of between 1,100 and 1,200 tons, 
Korea has been the largest producer of tungsten in the 
world. However, the mines were closed early in April 
when the tungsten purchase contract with the United 
States was not renewed on grounds that the U.S. stock- 
piles of tungsten were adequate. Resumption of limited 
operation of the mines was ordered later. Korea now 
has about 1,000 tons of tungsten ore on hand, but it will 
be able to increase rapidly its production capacity. 
Source: The Korean Republic, Seoul, Korea, October 12, 

1954. 


Japan's Dollar Import Usance System 
The Japanese Ministry of Finance announced on Octo- 
ber 20 the revival of the dollar import usance system. 


The system will be enforced in two stages. During the 
first stage, the beginning of November, the scheme will 
cover raw materials for iron and steel manufacturing 


(iron ore, coking coal, scrap iron, etc.) and raw materials 
for re-export items (raw sugar, phosphate ore, soybeans, 
etc.). It is estimated that at its peak this group of imports 
will amount to $170 million. 

In the second stage, which will begin in January 1955, 
if the foreign exchange prospects for the first quarter 
of 1955 have not substantially deteriorated, the scheme 
will also be applied to cotton linters, cottonseed, raw 
cotton, raw wool, rayon pulp, copper ore, etc. This group 
of imports is estimated to amount to $220 million. 

The rate of interest on credits granted by foreign 
banks in connection with this scheme to Japanese im- 
porters is anticipated to be between 3.5 per cent and 5.5 
per cent per annum, and the term of the credits will 
probably be from two to three months. 

Sources: Nihon Keizai Shimbun, October 11, 1954, The 
Nippon Times, October 15, 1954, and Bank of 
Tokyo, Weekly Review of Economic Affairs in 
Japan, October 30, 1954, Tokyo, Japan. 
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Indonesia's Development Projects 

Indonesia’s Five-Year Plan for agriculture for the per- 
iod 1955-59 is designed to make the country self-sufficient 
in food products, to increase fiber crop production so as 
to meet 25 per cent of the domestic requirements for 
textiles, and to raise agricultural productivity in general. 
Production of rice has shown a steady increase in the last 
few years, and it is expected that all requirements will be 
met by domestic production in 1955. 

Under the Five-Year Plan for irrigation, about 800,000 
hectares are expected to benefit. The expenditures for this 
program are estimated at about 2.3 billion rupiah. 

The program for the development of private industry 
has been directed mainly toward establishing industries 
to supplant imports. This is expected to conserve foreign 
exchange and also to guarantee a ready market for do- 
mestic production through restricting imports of com- 
petitive articles. 

Source: A.N.P.-Aneta News Bulletin, New York, N.Y.., 
October 4, 1954. 


United States and Canada 
U.S. Offshore Procurement Program 


Headquarters of the United States European Command 
(EUCOM) announced on October 4 that between July 1, 
1951 and June 30, 1954 the United States had awarded 
$3,273 million in contracts for the procurement of mili- 
tary equipment, goods, and services in Europe. Of the 
total, $2,560 million was in the form of contracts for 
the purchase of military supplies and equipment under 
the Mutual Defense Assistance Program and $713 million 
was in orders for supplies, services, and equipment in 
support of U.S. troops and installations in Europe. 

France received most of the cumulative orders, with 
$1,336 million, followed by the United Kingdom, $750 
million; Italy, $490 million; Belgium, $191 million; and 
the Netherlands, $122 million. In addition to all the 
North Atlantic Treaty nations, Germany, Spain, Switzer- 
land, Yugoslavia, Austria, Sweden, and North Africa, 
which are not NATO countries, also received orders. 

In the MDAP portion of the program, the United States 
has received delivery of $617 million of the total $2,560 
million in orders placed, and has actually disbursed $673 
million in payment for these items and advances to con- 
tractors on goods yet to be delivered. Payment of the 
remaining $1,887 million is expected to stretch over the 
next two years or more. Payments for MDAP items and 
for goods and services for U.S. troop support are cur- 
rently at a rate of approximately $86 million per month. 

In the fiscal year ending June 30, 1954, offshore pro- 
curement contracts totaling $612 million were awarded: 
$395 million for equipment and supplies under MDAP 
and $217 million for supplies, services, and equipment 
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in support of U.S. troops and installations in Europe. As 
of October 4, 1954, EUCOM had received no program for 
offshore procurements in the 1954-55 fiscal year, nor 
have any contracts been signed for that year. 

Sources: The Journal of Commerce, New York, N. Y., 
October 16, 1954; Department of State, Bulle- 
tin, Washington, D. C., October 18, 1954. 


Forecast of U.S. Capital Outlays 


According to a preliminary survey of business inten- 
tions conducted by the McGraw-Hill Publishing Com- 
pany, U.S. industry plans to spend $20.7 billion on plant 
and equipment in 1955. This would be 5 per cent below 
the $21.8 billion estimated for 1954 (see this News Sur- 
vey, Vol. VI, p. 163). (These figures are not directly com- 
parable with official data for all plant and equipment 
expenditures, since the McGraw-Hill survey does not cover 
trade, service, finance, or construction industries.) New 
outlays by manufacturing companies are expected to be 
down 7 per cent from 1954, with the largest decline (17 
per cent) in metalworking. Most of the other manufac- 
turing groups also anticipate small declines. The petrole- 
um industry expects to increase capital expenditures by 
7 per cent, the only increase in the nonmanufacturing 
group. Outlays in mining, mainly because of a large 
reduction in coal mining, will be about 18 per cent less 
than in 1954. Railroads, which cut spending sharply in 
1954, expect a further reduction of 10 per cent in 1955. 
Source: The Journal of Commerce, New York, N. Y., 

November 5, 1954. 


Canadian Government Bond Repurchase 


The Canadian Government has repurchased a further 
$20 million of its own bonds which were issued in New 
York and payable in U.S. dollars. There was an earlier 
repurchase of bonds to the value of $75 million from a 
New York insurance company in May 1953. (See also this 
News Survey, Vol. V, p. 363.) 

Source: The Financial Post, Toronto, Canada, Novem- 
ber 6, 1954. 


Latin America 
Latin American Trade with the United States 


U.S. imports from the Latin American Republics rose 
to $1.8 billion in the first half of 1954, nearly the same 
as in the first half of 1953, and within 4 per cent of the 
peak during the Korean war boom in the first half of 
1951. U.S. exports to these countries were $1.6 billion, 
about the same as in the first half of last year. 

In the second half of 1953 U.S. imports from Latin 
America were down to $1.6 billion, because of diminished 
demand for raw materials, but subsequently their value 
increased, mainly as a result of rising coffee prices. U.S. 
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import volume in the first half of 1954 was greater than 
in the preceding six months, but 7 per cent less than in 
the first half of 1953. Average U.S. export prices have 
remained relatively stable, and the volume of exports has 
been constant during the last two half years. Latin Amer- 
ican terms of trade have thus been more favorable, par- 
ticularly for Brazil and Colombia, which are important 
coffee suppliers. 

Primarily as a result of Latin America’s export surplus 
vis-a-vis the United States, Latin American gold and dol- 
lar holdings increased by about $100 million during the 
first half of 1954. In the first half of 1953 the correspond- 
ing increase in reserves had been $300 million. The rise 
in reserves since mid-1952 was concentrated in Colombia, 
Venezuela, Argentina, and some of the smaller countries. 

Latin America’s short-term indebtedness to the United 
States was less at the end of March than at any time since 
mid-1951. Subsequently there was an increase, primarily 
because of commercial credit granted to Brazil. 


Of total U.S. exports in the first half of 1954, 21 per 
cent went to Latin America, and about one third to 
Western Europe. Excluding military aid shipments, West- 
ern Europe, Latin America, and Canada each took about 
one fourth of U.S. commercial exports. Latin America 
was again the principal source of U.S. imports, providing 
34 per cent of the total in the first half of 1954, or 3 per 
cent more than in 1953. Canada supplied 22 per cent of 
the total and Western Europe 19 per cent. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., November 1, 1954. 


Recent Developments in Costa Rica 


The Bureau of Statistics and Census in Costa Rica re- 
ported a trade surplus of $3.6 million during the first 
seven months of 1954, against $10.7 million during the 
same period in 1953. This decrease is due mainly to 
higher imports, which amounted to $48 million, against 
$41.8 million in 1953. Exports also declined to $51.6 
million during the first seven months of this year, against 
$52.5 million during the corresponding period in 1953. 
Foreign exchange reserves, which on June 30, 1953 had 
amounted to $26.3 million, fell to $18.4 million in July, 
and to $16.1 million in August 1954. The Central Bank 
has categorically denied rumors that consideration was 
being given to a modification of either the official or the 
free market rate of exchange as a result of this downward 
trend in foreign exchange holdings. 

The ordinary budget for 1955 was presented to the 
Legislative Assembly on September 1. It is balanced at 
227.6 million colones and exceeds the total current budget 
by 10 million colones. Heavier expenditures on additional 
salaries to public employees, payments to the National 
Housing Institute, increased subsidies to municipalities, 
and heavier contributions to the Social Security Board 
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contributed to the increase. Government revenues for 
the first seven months of this year amounted to 131.6 
million colones, against 111.4 million during the same 
period in 1953. 

The Government has submitted to the Legislative As- 
sembly a project which would exempt a contemplated 
bond issue of the Banco Central de Costa Rica from all 
national and municipal taxes, present or future. This 
would enable the Bank to increase substantially its short- 
term loans for agricultural development, particularly 
cacao cultivation and cattle raising. 

Extensive changes have also been made in the Costa 
Rican income tax law. The maximum income tax rate, 
which was previously 15 per cent, will in future be 30 
per cent. A 5 per cent deflation allowance is permitted 
in determining net incomes from mines, gas and oil wells. 
and other national mineral deposits and forests. Tax- 
payers are also permitted an accelerated amortization 
allowance of 20 per cent per year for any five consecutive 
years on new buildings constructed by employers for the 
workers, and a deduction equal to 50 per cent of the net 
profit from the previous year, but not exceeding 100,000 
colones, may be allowed if the amount deducted is in- 
vested in capital goods for use in agricultural and indus- 


trial enterprises. 


Personal deductions have been in- 


creased substantially. 

The 1953-54 coffee crop amounted to 508,000 quintals 
as of August 31, or 21 per cent below the bumper 1952-53 
crop. However, average export prices have been higher 
and total coffee exports are expected to approximate $35 
million. The direction of trade changed considerably 
during the first six months of 1954, 50.1 per cent of 
exports going to Germany and 29.3 per cent to the United 
States. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., November 18, 1954. 
Bolivian-Chilean Barter Agreement 


The President of the Bolivian Government oil monopoly 
(YPFB) and the Vice President of the Chilean Develop- 
ment Corporation (CORFO) signed, on October 19, a 
barter agreement for the exchange of 1,200,000 liters a 
month of Bolivian gasoline for 3,000 tons of first-class 
Chilean steel bars and sheets. It is reported that this 
constitutes the first step toward the negotiation of a new 
commercial agreement. 


Source: La Prensa, New York, N. Y., October 20, 1954. 


Other Countries 


New Zealand Government London Loan 


The £10 million loan offered by the New Zealand Gov- 
ernment in the London market on October 28 was over- 
subscribed. The loan, which carries interest at 31% per 
cent, was offered at 98, and is redeemable in 1981-84. The 
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Fund Alternate Executive Directors 





yield, £3 12s. 2d. per cent gross, is slightly lower than 

that of the loan issued in 1953. 

Sources: The Times, London, England, October 26 and 
29, 1954. 














The following Alternate Directors of the Fund have 
been appointed by the Executive Directors who were 
elected at the Ninth Annual Meeting (see this News 
Survey, Vol. VII, p. 124): 

Mr. Torben Friis, Manager in Danmarks Nationalbank, 
who has also served as a Danish representative in the 
Organization for European Economic Cooperation, has 
been appointed Alternate to Mr. Akermalm (Sweden). 

Mr. Jorge Sol, who was previously Minister of Econ- 
omy in El Salvador, and subsequently Assistant Director 
of the Western Hemisphere Department of the Interna- 
tional Monetary Fund, has been appointed Alternate to 
Mr. Luna-Guerra (Mexico). 




















Mr. Maurice Toussaint, a member of the staff of the 
Research Department of the National Bank of Belgium, 
has been appointed Alternate to Mr. Godeaux (Belgium). 

Mr. Boonma Wongswan, Financial Counsellor of the 
Thai Embassy in Washington, who has previously served 
as Alternate Executive Director of the International Bank 
for Reconstruction and Development, has been appointed 
Alternate to Mr. Yumoto (Japan). 












The following Alternate Executive Directors, who were 
members of the Fund Executive Board at the time of the 
Ninth Annual Meeting, will continue to serve as Alternate 
Executive Directors on the new Board: Mr. B. B. Calla- 
ghan (Australia), Mr. C. P. Caranicas (Greece), Mr. 
Otto Donner (Germany), Mr. J. C. Gouvéa Fo. (Brazil), 
Mr. A. Mansour (Egypt), Mr. H. M. H. A. van der Valk 
(Netherlands), and Mr. J. H. Warren (Canada). 

The Alternate Executive Directors appointed by the 
Executive Directors who represent the five members of 
the Fund having the largest quotas are: Mr. J. S. Hooker 
(United States), Mr. F. J. Portsmore ( United Kingdom), 
Mr. Kuo-Hwa Yu (China), Mr. A. de Lattre (France), 
and Mr. V. G. Pendharkar (India). 
















International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 


1818 H Street, N.W. Washington 25, D.C. 
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